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1. In recent weeks Durmese leaders have expressed concern
publiely over Burma’s relations with the Bloc in general and with
Commupist Chine in perticular, They have raised the psrennial
Burma~Chipa border conflict and have expressed concern over Chinmsse
Commundst political and militery sctivity in the disputed border
area., Thsy have evidenced extreome irritation at the Chinese
Commmist Enbassy's fipancial support of the Commmnist-deminated
National United Fromt (NUF) which registered important gains during
the recent elections for Burma®s Chamber of Deputies, and they
have stated dissatisfaction with the extersive berter deals Burma
has coneluded with the USSR aud Commnist Chinm.

2. Pegloaing in July, THE NATION, a leading Rangoon navspaper,
published a series of stories cleiming thet seversl hundred =
later several thoiisand = fully armed Chinese Communist troops had
invaded Burma along the disputed border and had established them~
sslves in positions up to 60 miles inside Burmese territory. Although
the Burnmese government bas attempted to give the impression that it
does not want to make international issue of the border situaticm, it
is reasonably well established that the basis for the stories
sensatiopelized in THE NATION were "lesked” to the press by Burmese
goverzment officials. This suggeste that the Burmese leaders sre
attenpting to accomplish by publicity what they have failed to eccomplish
by dipleumcy; namely, & negotiated formel demmreation of the Chinece-
Burnmsse border.

3. Since former Prime Minister U Nu's trip to Peiping im
Dacenber 1954, the Burmese government bas tried repeatadly 4o get
Peiping to enter into negotiations to settle the bovder problem.
Although Peiping has comsistently agreed that the issue can be ssttled
by peaceful negotiations, the regime has just as consiztently refused
to enter into megotiations. Meamwhile, Chiness Comwnist militexry
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and political activity im the disputed border regions has increased
in size and scope during the past year. The Chipese Communists
huwimmuﬂtnilsaﬁrmdsintatmmﬁmmmmve
sant political agents inmto ths regiom to win over the local hill tribes
and chiefs. Although the military sltuation in the disputed border
area is unclear, it is known that emall units of Chinese Communiet
troops have been in the ares since 1953 and that these units have
been recently reinforced. A mmber of armed clashes betwesn Burnese
and Chinese Commnist units have been reported, but the only incident
thus fer scknowledged by the Burmese government occurred in Hovember
1955 during @ Burmese army "fleg march” in the disputed border ares.
Additiona) incidents ave likely becsuse of the close proximity of -
Rurmsse and Chinese Commmist troops in the ares.

ho Peiping's position, as expresaed by the PEOPIE®S DAILY and
Radio Peiping, is that "Chinese fromtier army umits bave beem in
their present positions” sll sleng, that the area is "an unsettled
zone" spd, comsequently, there cam he "no such question as crossing
into the territory of Burma.” Although the Chiness Commnists my
be attempting to intimidate the Buruese govermmenmt, or to divert
plarmed Burmese ermy operations ageinst Commwist insurgents, it is
more likely that Peiping is seoking to consolidate 1its administrative
apd military control im the disputed border sraas 80 as Lo confroat
Burma with & de facto situaticom in any future border negotiations.
The Burmese governmens, aware of wbat i3 happening, is umeble at this
time to egteblish administrative control in meny parts of the disputed
tmtm,andismwimwlytommwtomgmm‘
Peiping. While Burme has protested to Peiping and bas recelled its
Anbasssdor for consultatieoms, the Burmese govermment thus far has
shown no diepoaition to seek outside assistance.

5. FPeiping would probably prefer a fuzzy border which would
facilitate subversion and infiltrmtion and provide a sword to hold
continually over Purmese heads. However, ccvsidering Peiping's current
emphasis on peaceful coexisterce with neighboring Asian gstates, it
ig likely that Peipinz will ultimately agres to the formation of
gome kind of joint bordsr comsission. If sny negotiaticms do
materialize, they arve likely to be protrected or incomelusive.

6. Another irritant in Bumsese-Chinese relations is the financial
aid funnsled to the Burmesse Comwunists through the Chinese Commmist
Esbassy in Rengoon. In the past, Burmese lesders have given no slign
of greal comcern over this bremch of ons of the five yrinciples of
"pamceful coexistence.” However, during the 1956 elections, Commnist
China reportedly comtributed heevily to the pro-Conmunist Fational
United Froat (NUF) which registered disturbing gains im popular vote
and in the Chsuber of Deputies. Immedimtely after the elections, U Nu
and Prime Minister Be Swe publicly denounced foreign interference
in Burma's intermal affeirs, referring to it as a new type of
imperialien vhich conquers by subversiaon.
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To Burma's relations with Communiet China sre aleo strained &g
& result of Comwmnist China’s recens offers %o sell ries in traditional
Burmess markets -o offers made possible, in pert, by shipmeats of
Burmeee rice to Commmist Chipe undor barber agrecments. As a
result of Burma’s extensive barter commitwents to the Bloe, miscaleuls~
tlon of supply and demand, and an wexpacted sales agrecvent with
India for two millicn toms of rice over a five year period, by mid-
1956 Burma's surplus rice supply wao exheusted. Subsequortly, Commuuist
Chira moved into the temporary selleris mariet effering Irdsm 200,000
tous of rice and selling 60,000 tens to Fakisten, both pitential
sales vhich Burma could mot fulfill for lack of supply.

8.  An Da7itent in general Burmese-Bloe selstions i the fMallure
of the barter deals with the Bloe to live up to Burmess eypeciations.
Initially the Burmese leaders had welcomed the barber agreomente as
the soluticn to existing and future rice surpluses and, iv additica,
bad believed them to be shrewd business deals bacause the Bloe agreed
te accept Burm's high price far rice. Botrievay, the Blec eountriec
inflated thelr priecss in return so that, ou balance, secwrding to
U Mu, Burma lost 10 to 30 pereent on its barter trada. Also, Buvus
bas found it Aifficult to satisfy its import mesds from Blos souprces.

9. A8 o result of these dsvelopments, Ba Swe, Deputy Prime
Minigter Kyaw lyein and U Hu have all expressed their desire to
reduce Burma's barter cormitments and to minimise barter trade in
the future. Althewgh this recest eyperience in barter trade will
peobably cause Burmese leaders to be wope circusspect in entering
into future economic deals with the USSR and Communist Chine, Burm
will probebly nct ettempt to ropudiste existing barter e;rosewmts
in ovder %o retain a safety velws im Lhe event of future rice
surpluges and to aveld politiesi earplicaticne. However, Burma will
probably try to reduce ox postpone rice deliveries to the Bloo during
the preesat rice shortage.

10, Although these three trouble spots in Burmess-Comsnist
Chinsse relations - bordep digputes, interference in Purzel's
intersal sffaive end barter trade - are mtters of sericus eoncern
inside Bumese govermmsnt eirclas, the Burmese govercmert 4s not Likely
to permit thase differences to lead to a significant sbift in its
gemeral lstormational oriemtsmtion. While their gecumlation of
experience in dealing with Covmunist China may lead Burncse loeaders
to some meturing of opiniom and temporing of trust, fear of Coxmunist
Chine's stremgth, proximity, and historie expansionist tupdemeles
will pwobebly cemtimve to be mjor factors in Buwn's reteining a forelgn
poelicy characterizged by neutraliem, peaceful. coexietepce, amd meme
provocation of Communiat Chiwms. Bowever, this exporismes may stimmlste
the Buresse government to faver the US by seeking incresusel Aserican ald.
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